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SUBJECT: PROPOSED CAP FOR ALCOHOL 

REF: A) STATE 221632; B) ECA-305 OF NOVEMBER 3, 1972 

1. ON NOVEMBER 21, WE CALLED ON NEIL SMITH (DEPUTY 
HEAD, INTERNAL AFFAIRS SECTION, EUROPEAN INTEGRATION 
DEPARTMENT, FCO) IN ORDER TO REITERATE U.S. OBJECTIONS 
TO THE EC COMMISSION'S PROPOSAL REGARDING A CAP FOR 
ALCOHOL. WE GAVE SMITH A COPY OF USECS AIDE MEMOIRE 
OF OCTOBER 1972 (REF.B) AND WENT OVER THE MAIN POINTS 
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2. SMITH EXPECTS THAT COUNCIL CONSIDERATION OF A CAP 
FOR ALCOHOL WILL BE LINKED WITH ITS DISCUSSION OF 
1974/75 AGRICULTURAL PRICES AND THE COMMISSION'S 
PROPOSAL FOR ADJUSTMENTS IN THE CAP. HE DOUBTS THAT 
ANY DECISIONS WILL BE MADE ON ALCOHOL UNTIL LATE SPRING. 
IT WAS PARTICULARLY USEFUL FOR THE UK TO HAVE A 
REITERATION OF US VIEWS AT THIS TIME, WHEN THE 
COMMISSION IS CONSIDERING CHANGES IN ITS PROPOSAL. 

3. SMITH SAID THAT THE UK IS OPPOSED TO RESTRICTIONS 
ON EC IMPORTS OF GRAINS USED IN THE PRODUCTION OF 
ETHYL ALCOHOL AND SPIRITS. THE BRITISH WOULD MUCH 
PREFER TO CONTINUE IMPORTING FROM THEIR TRADITIONAL 
SOURCES OF SUPPLY. IF THE PRODUCERS OF SCOTCH WHISKY 
ARE OBLIGED TO IMPORT GRAIN AT HIGHER PRICES FROM OTHER 
EC MEMBER STATES, HOWEVER, THEY WILL WANT EC EXPORT 
SUBSIDIES AS COMPENSATION. WE STRESSED THE SERIOUS 
POLITICAL AND TRADE IMPLICATIONS THAT WOULD RESULT 
FROM THE ENACTMENT OF A SYSTEM OF EXPORT SUBSIDIES 
ALONG THE LINES PROPOSED BY THE COMMISSION. 

4. SMITH ASSURED US THAT HE WOULD INFORM THE 
APPROPRIATE OFFICES IN MAFF AND THE DTI OF OUR 
REITERATION OF U.S. CONCERNS. 

ANNENBERG 
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